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OATH OR AFFIRMATION

Michael W. Mitchell

I, , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Mitchell Energy Advisors, LLC as
of _ December 31 , 2098 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

e oy
Wz, MARY JANE GIST M
i :‘*-%f‘— Notary Public, State of Texas S

3 el
2 N e My Commission Expires 1gnature
T pE NS March 10, 2010

N

Chief Compliance Officer
Title

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

NON 0O NNRNNONNNNEN

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Your Vision Our-Focus

Independent Auditors” Report

TheMember
Mitehell Bnergy Advisors, LLC
Dillas, Texas

We have audited the accompanying statement of financial condition of Mitchell Energy Advisors, LLC
(the Company), ‘as of Deceriiber 31, 2008, and the related statemients -of operations and accumulated
.earnings and cash flows for the ‘year-then-ended, that you are filing pursuant to ‘Rule 17-a5 under the
Securities Exchange Act of 1934, These financial .statements are the responsrbﬂﬂ:y of the: Company’s

‘management.. Our: respon51bﬂ1ty is'to-express-an.opinion on-these financial ‘statemenits based:on-our-audit.

Ws conducted otir audit in accordance with auditing standards: genexa“lly accepted in the United States of
Thosé: standards require that we plan and perform the audlt to obtam reasonable assurance

ona test: ‘basis, evit énice sugp Hr
includes assessing the accounti nd sigriifi A nanagement; as we
as evaluating th overall financial statement pnesentauan We bel that olir raﬁ&it;ptdviﬂés' é}reas'ona’;blé
‘basis for-our:opinion. o
In our opimon, the financial Statements referred to dbove present ‘fairly, «in all :material respects, the
financidl position of Mitchell Energy -Advisors, LEC :at December 008, and the results of its
operations and. cash flows for the year then ended in conformity with sccowiting. principles :generally
accepted in‘the United.States of America.

Our audit'was conducted forthie | purpose of forming an opinion on-the: ’bas:c fmancxal statements taken 25

a whole. The information contdined in ‘Schedule 1 {Schedules IL, IEI

preserited for purposes: of additional analysis and is niot.a required -
i supp}ementary information required by “Rule '17-a5 umder the Secuntles Exchange Act of 1934 :

been subjected to the: audltmg procedures apphed in-the audit of the basic financial

v taternents ‘and, i oir: apmlon 145 fairly stated ‘in all material respects in rélation to ‘the basic financial

‘statements taken-asa whole

‘Certified Public Accountants
‘February 24, 2009

“Turner, Stone & Company, LLP.
‘Accountants and-Constultants
12700 Park Cemral Drive, Suite 1460
Dillas, Texas 75251
Telephone: 972-23976607 Facsimile: 972:239:1665
Toll Free: 877-851-4195
ch Sitt’: MIrNerstone. com



‘MITCHELIL ENERGY ADVISORS, LL.C
STATEMENT OF FINANCIAT CONDITION
~  DECEMBER 31,2008

Assets
‘Current-assets:

Cash _ $ 38,798
Advances to parent, ' 9,329
Actounts receivable — 34078
“Total.current:assets , 82905
Furnitiire, fixtiires and ‘equipment, at cost::

Furniture:and fixtures

Equipment
Less accumulated depreciation

Total fixed assets _ 54.849

Total assets ' $

Current liabilities:

Accourits payable ' % o »

Total carrent liabilities v =
Commitments.and contingencies:(Note 2)
‘Merribet’s equity’:

Capital contributions 53,000
Accumulated earnings: ) 84.054

137.054

Total ligbilities:and member’s equity 5. 137,054

The:accompanying notes are:an integral part of the financial statements.
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MITCHELL ENERGY ADVISORS, L1LC

STATEMENT-OF OPERATIONS AND ACCUMULATED EARNINGS

Révenues
Cost and expenses:
Rent expense

Szilanes ‘ »
Legal.and professional fees
Traveél and entertainment
“Greneral and administrative:
“Expense reimbursemenits: from Parent. (Note 4)
for:services: srendered.
“Total expenses
-Operating loss
Other iticome:
- Interest income-
Loss before state and Jocal tax expense
" State:and local tax expense
‘Netloss:
Accumitlated earnings, beginning of year

Accumuilated earnings, end-of year

FOR THE'YEAR ENDED DECEMBER

31,2008

$___ 571787

‘147 631

{120.000)
1.177.953

524
605,642)
—_— 5370
{611,012).

695,066

£4,054

The accompanying notes-are an integral part:of the financial statements.
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MITCHELL ENERGY ADVISORS, LLC
STATEMENT OF CASH'FLOWS
JFOR THE YEAR ENDED DECEMBER 31. 2008

‘Cash flows from operating activities:

‘Cashireceived for'fees and. commissions $ 1,140,209
Reimbursed expenses from Parent 120,000
Interestincome. 524
Cash paid to ssuppliers (772 591 ),
Cash paid to.employees ).

:Cash used‘in-operating activities

Cash flows fromm: investing activities:

Advances‘to parent
Repayment of ‘advaricesto parent. ' 06,934
Purchase of furniture, fixtures and equipment . (1,840)
‘Cash used in ihvestirig activities ; 111.969):
‘Cash flows from financing activities:
Cash used in fm:mcmg attivities ' —_— -
Net decrease fircash - (45,379)

Cash at beginning of year 8417

Cash atend of year

‘Reconciliafion of Net Lossto Net: Ca§h
Used in Operating Activities

Net Joss | | iomiey

.Adjustments foreconcile net lossto
net.cash used in operating:activities:
.qurem_atmn 18472

Changes it operating assets and liabilities:
Accounts receivable 5 68 422
Accounts:payable (3,1
Deferred state income fax.

Net cashused in operating activities

The accompanying notes are an integral part of the financial statements.
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MITCHELL ENERGY ADVISORS, LI:C

.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Mitchell Energy Advisors, LLC: (the:Company: or MEA) is a limited liability compariy organized m the
State of Texas, on, ‘March 5, 2003 and is @ whclly- wied ,submdmxy of Mitchell Energy Partners, LLC
(MEP). ‘The Company is-a broker-dealer: registered with the Securities and: Exchange Commigsion’ (SEQ)
and the Financial Industry Regilatory Authority (FINRA). Currently the Company is engaged in the
private placement of debt and equity securities, principally 4n the oil and gas industry; as well as
providing advisory services for mergers and:acquisitions: :and.corporate:finance.

Cagh and cash flows

‘The Compary maintains its cash 1 in bank depositaiid other cash-equivalent investment accounts, which, at
times, ‘may exceed. federally insured ‘limits. “The Company- has not experienced any Tosses in ‘such
‘accounts; and does not bélieve it is subject to any. credit tisks inyolving'its cash. Af December 31, 2008,
none of the Company’s: cdsh was in excess of federally insured limits.

‘For purposes of the statement:of cash flows, cash includes demand deposits, time deposits-and shortsterm
«cash equivalent. investments with maturities of less than three ‘months: At December 2008, ‘the
Company had rio such investments incliided in cash. None of the: Company s cashi -

Fum:txn‘eﬁxturesand equi _ment

J:epornﬁg&purposes OVer cstunated.useftl lwes of ﬁvc 0 Seven-years and usmg accelerated mcthods for-
tax-reporting purposes. For-the: year. ended Decemiber 31, 2008;- ‘epreclatwn experise totaled $18,472,

.Revenue recognition

The ‘Company eaths fées and commiissions in -commection with the placemen‘t and .advisory:services ‘it
-provides and Tecognizes revenue when the Company has :completed ‘its contractusl obligations and
-colléction i§ reasonably assured.

‘For the year ended Decemiber 31, 2008, five clients represented approximately 11%, 15%, 16%, 23% and
31% of total revenues anda, smgle client represerits substantidlly-all of the accounts receivable atDeceniber
31,2008,



MITCHELL ENERGY ADVISORS, LL.C
NOTES TO FINANCIAL STATEMENTS

Accounts receivable

The Company’s accounts réceivable represefit setvices provided to clients in the:normal course of business
that have not been collected at the date of the financial statements. Management believes it isnot exposed
to any significant credit risks affecting accounts receivable, that these:accounts teceivable ate: fairly stated-at
estimated net realizable amounts and as of December 31, 2008, no provision for doubtful accounts was
necessary. Substanually all of the accounts receivable balance represenits.one client. This receivable was

Management estimates

The preparation.of financial statements-in:conformity- with: generally-accepted-accounting principles requires
‘managemerit to make’ estimates and assumptions that affect the-reported amounits of assets and Habilities-anid
disclosure of contingent asséts and liabilities at:the date of the financidl:statements and the reported amounts
of revenues and .expenses duringthe reporting period. Actual: results: could differ from those estimates.

‘Fair-value offinancidl instruments-

In accordance “with the reportmg requuements of SFAS N@ 107, Dz.sclasurcs About Fazr Value of

3.  :COMMITMENTS AND:CONTINGENCIES:

Operating lease

2013. For the year ended December 31,2008, tent. expense ‘totaled $80,989 and included maintenance,
and other costs as Tequired by ‘the -Compaty’s. lease. The following is a schedule by: year of fufure
“minimum lease:payments as:of December 31,:2008:

The Company Teases ifs office space under the terms of an operating lease which expires;on March 31,

Years Ending
December 31 Amount
2009 3 58,765
2010 60,809
2011 62,853
2012. 64,897
2013 16,352
Total $.263,676



NOT ESTO FINANCIAL STATEMENTS

3. INCOME TAXES:

The Company is organized.as a limited Tiability company-under the: provisions of*the Internal‘Revenue
Code-of 1986 as-amended. Accordingly, the financial statements do not include a provision for'federal
income-taxes because the:Company: does not incur federal income tax’ ligbilities. Instead, its: eammgs and
losses are included in the Member’s incomie tax return and are taxed based on the Member’s income:tax
rate.

The Company is subject'to-the Texas Margin Tax. Fer the year-ended Decemiber 31 2008, the Company
paid $4,583 in estimated Margin Taxes. The Company estimates 1o :additional Marg n Tax Wi
and has not accrued 2 Margin Tax hablhty in the:accompanying financial statements.

4, TRANSACTIONS wrm RELATED PARTY:

The :Company’s' parent ‘(Note 1) is owned by :Cullen-Mitchell Family Limited Partnershlp (CMFP)
CMEP i a Texas limited partnership: owied by the:ndividual menibers of MEP. During the year-ended
‘Decermber 31, 2008, the Company made aﬁvances to its-parent-of $216,263 of which $206,934 has been
repaid. The remaining balance of ; ‘ d as advances to paremt ofi the accompanying
statement of financial conidition. eceived $120,000 in reimbursed expenses from-its
parent:

3. NET CAPITAL-REQUIREMENTS:

The Conmany 1s su”bgect te the Secumhes and Exchange Commxssmn Umform Net ”Capxta“! Rnle (SEC

the resultmg net capltal faﬁ A 1), At Decer
complwnce withinio. aggregate: mdebtedness and et capital of $38 798.

6.  RULE15¢3-3 EXEMPTION:

,3 (k‘ )(1) from preparmg the Computatmn for Determmanon of Reserve Requlrements Pursuant to Rule
15¢3-3.



SCHEDULE [
MITCHELL ENERGY ADVISORS, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2008

Net capital requirement, the greater of:
1/8 of aggregate indebtedness
Minimum dollar requirement
Net capital
Excess (deficiency) net capital

Aggregate indebtedness

Excess net capital at 1,000% (net capital, less

10% aggregate indebtedness)

Ratio of aggregate indebtedness to net capital

Ratio of subordinated indebtedness to debt/equity total

120% of required net capital
Net capital in excess of 120% of required Net capital

Total assets
Less: total liabilities
Net worth

Deductions from and/or charges to net worth
Total non-allowable assets
Other deductions or charges
Excess Fidelity Bond Deductible

Total deductions from net worth

Net capital before haircuts on securities positions

Haircuts on certificates of deposit and
commercial paper

U.S. and Canadian government obligations
State and municipal government and obligations
Corporate obligations

Stock and warrants

Options

Other securities

Other positions

Undue concentrations

Total haircuts of securities

Net capital

$

5,000

98,256

&

$

5,000

38,798

33,798

33,798

0%

6,000

32,798

137,054

137,054

98,256

38,798

38,798

There are no material differences between the amounts presented above and the amounts reported on
the Company’s unaudited FOCUS report, as amended, as of December 31, 2008.



JYourVision Owr Focus

‘The Member »
Mitchell Energy Advisors,; LL:.C

In planning and performing our audit of the financidl statements and supplemental ‘schedule of Mitchell
Energy Advisors, I 1e’Company), for the year ended December 31, 2008, we considered its internal
control, including ‘control :activities for safeguardmg securities, in order to determine our audifing
‘procedures for the purpose .of -expressing ‘our opinion on the financial ‘statements and :not to provide
assuratice on'the internal control.

Also, as required by Ruile 17a-5(g)(1) of th Securities:and Exchange Comimission:(SEC), we have made
a.study of the practices.and. procedures-; Tlowed by the- Company, including tests of'such practices and.
procedures that we consx t 1o the :objectives :stated in Rule 17a-5(g) in making periodic
ons ot aggregate debxts) and net. caplta’l under Rule 1’la-3(a)( Ll) and

L Malnngthe quarterly securifies exammations, coufits, verifications; and compansons 4nd the
recordation-of differencesrequired by Rule 17a<13;

2. Complymg with the requn’ements for prompt. payment for securities under ‘Section 8 of
Federal Reserve Regulation T of‘the Board of Governors of the Federal Reserve Systen; and

3. Obtaining-and mamta:mng physical.possession er control of all fully paid and excess margin
securities:of customers asrequired by Rule 15¢3-3,

The management:of the Company is. respmnsxble for-establishing: and maintaining internal control and the

“practices:and procedures referred to in the precedmg paragraph Infulﬁlhng th spon51b1hty, estimates
.and judgments by management aresrequired-to assessthe: expected benefits and related costs of controls
:and-of the :practices and procedures referred to in‘the preceding paragraph. andto assess whethet those
‘practices‘and procedures-can be: expected to achieve the SEC’s above-mentioned objectives. Two-of the
-objectives:of: internal.control and the practices and procedures:are to provide management with reasonable
‘but not dbsolute assurance that assets for which the: Company has. responmblhty are safeguarded -against:
Joss from ‘unauthorized use .or dlsposmon and -that ‘transactions are executed in accordance -with
‘management’s ‘authorization and recorded properly to ‘permit the preparation of financial statements in
‘conformity with accounting. principles generally accepted in the United States of America. Rule 17a:5(g)
lists-additional objectives of the practices and procedures listed in the preceding paragraph.

Turner, Stone & Company, LLP
Accountants.and Consultants
tz700-Park Central Drive, Suite 400
Dallas, Texas 75251
Telephone: 972-239-1660/ Facsimile: 972-239-1665
Toll Free: 877-853-4195
Web site: turnersrone.com



‘Because of intherent Timitations in internal control-or the practices and procedures referred to. dbove, error
or fraud may -occur and niot be detected. Also, projection of any evaluation of ‘them.to future periods.is
subject ‘to the' risk that they may become. inadequate ‘because ‘of changes ‘in conditions or ‘that the
«effectiveness-of their designand.operation may deteriorate.

A conirol deficiency -exists when the design -or operation of a control does not -allow ‘management -or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatemeérits on a timely basis. A significant deficiency isa control deficiency, or combination of control
deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there 4s more
than a remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not-be prevented or-detected by the-entity's internal control. '

A inaterial ’weﬁk’:iéss iS'éa;sighiﬁéant;deﬁcienc}g ot :combination of significant deficiencies, that results:in -
more ‘than 2 remote likelihood that :a. materidl misstatement of the financial statements ‘will not: be
prevented ordetected by the:entity’s internal control.

Out consideration of internal control was for the limited ‘purpose ‘described in ‘the first and second
paragraphs and wotild not necessarily identifyall-deficiencies in.internal control. that'might be material
weaknesses: ‘We did mot identify any -deficiencies in ‘internial :coritrol and control :activities for
‘safeguarding securities that we consider to be material weaknesses, as:defined above.

and procediires that accomplish the objectives referred to in ithe second
onsidered by'the SEC:to-be adequate for its:purposes in:accordance with the
- and related regilations, and that practices and procedures that do not
_ : | a1l material respects indicate a materidl -inadequacy for such purposes:
Based on this understanding and on-our study, we believe thatthe Company's practices and procedures, as
described in the second paragraph of thils report, were-adequate-at December 31,2008, fo mest'the SEC's
objectives. '

accomplish.

This report iis intenided solely for the information and use 6f the Meniber, management, the SEC, and
other regulatory agencies that rely on Rule: 17a-5(g

} on Ru ) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and'is not intended to e and should not be used by anyone
other than thesé:specified parties.

Certified Public Accountants
February 24, 2009



